












� HYPERLINK "http://www.companiesactonline.co.za/" �www.companiesactonline.co.za� 





Book Review – Pg 2





Bower asks an important question: Why, if there is plentiful oil in the earth do we face a dire shortage threatening all our lives? Oil remains the world’s biggest business and every aspect of our lives is dependant on the refinement of crude oil into energy, plastics and chemicals. The commodity, be it Saudi Arabia’s ‘heavy sour’, or the Caspian Sea’s ‘light honey-coloured crude’ or America’s ‘light and sweet’ (although they put lead in theirs), has swung from surplus to reported shortage. Cheap oil has fuelled booms while high prices have plunged the world into recession, and finding a balance is elusive. Always the target of mistrust, oil has now become a tougher, more unpredictable business than ever before says our author. Some more pertinent questions are asked: Was George W. Bush’s invasion of Iraq really about oil? What is oil’s influence on modern history? Has the ideological Cold War now been replaced by ‘resource wars’? How have political trends changed? Have major oil companies as we know them, now become minnows, while OPEC’s power is elevated? What is the significance of Russia, Iran, and those states around the Caspian Sea?








Moral keynotes are also changing. “African oil did not create the system or it failings” wrote Nicholas Shaxson in Poisoned Wells, accusing ExxonMobil, Shell and the French oil corporation Elf, of destroying idyllic communities whose supplies are ‘utterly dependent on corrupt, despotic petrostates with uncertain futures’. These oil majors, in caring only for their shareholders and their customers, he says should refrain from interfering in the internal affairs of Third World countries causing environmental catastrophe, and accept a duty to prevent the ‘institutionalised pillage’ of impoverished populations. 








Corruption is addressed in this book but the focus is mainly on oil companies (such as Shell and ExxonMobil) throwing money at an impoverished country’s government officials, bribing them in order to expand their operations [especially in Africa and Venezuela]. Very little is done by the big oil corporates to actually advance education or build roads in these poorer countries, except where it benefits the transportation of oil tankers. If any resistance is encountered, the big oil companies and their governments play the ‘democracy’ card, accusing smaller economies of being non-democratic - a huge global issue - which naturally diverts the world’s eyes away from the wholesale plundering of that country’s oil. In January 1991, a certain oil trader like Andy Hall in the USA was glad to be shielded from the growing conviction among the American public that Big Oil was profiting from US soldiers dying in the Persian Gulf.
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The Author





Tom Bower has a distinguished reputation as an investigative historian, broadcaster and journalist, and is the author of several critically acclaimed books about tycoons. His most recent works are Conrad and Lady Black, Broken Dreams: Vanity, Greed and the Souring of British Football and Gordon Brown. Among his other much-debated biographies are those of Mohamed Fayed, Richard Branson and Robert Maxwell.











Who should read this book.





Presidents, pricing specialists and production managers should read this book. Buyers of Brent crude, shareholders and trading companies. Environmental agencies, geologists, oil engineers, disputing groups, and climate energy advisors. Agents purchasing gas, brokers of the world’s futures and those buying back shares, hedge fund managers, lawyers drafting oil ‘futures contracts’, and those drafting shareholders agreements. The clever inquiring book lover who is curious about oil, traders involved with energy securities and enterprising bids, regulators of the oil industry, politicians in the treasury, Kings and Queens, and last but not least, every global citizen.  





Review by Veldra Morris 
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Terms of contract of other companies require admitting only minority foreign shareholders as well as including a refusal to share control. Bruising negotiations to finalise shareholders agreements take place in competitive oil rich countries. For some, returns for shareholders is not always guaranteed, while for others, their shareholders agreements specifically entrust management authority to only their foreign companies. Others though, are known to even rewrite the minutes of board meetings to slant decisions in one parties favour. In yet another oil company, the partners had got around a term in their original agreement prohibiting the jurisdiction of that country’s courts to resolve disputes. One particular company limited the investment budgets and used the company’s profits to buy back shares and pay high dividends to sustain rising stock market value.  

















This book contains many more chapters dealing with issues inter alia, such as Booty Hunters,  Exploration, The Master Trader, The Crisis, The Survivor and also contains press images, acknowledgments, extensive notes and an all-inclusive Index in its closing pages.  








¹	One barrel of oil measures 158.9 litres, or 34.9 imperial gallons, or 42 US gallons.  


	100 million barrels of oil per day in monetary terms is worth R56 billion per day or $8 billion a day. Per year, the amount would be R20 trillion - that’s assuming the price is $70 per barrel [in December 2009]. (Footnote mine.) 	
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In the Clinton era however, regulation drafted by the Environmental Protection Agency aimed to reduce sulphur in diesel, and compliance with standard procedures became a requirement.  In Alaska, Robert Brian, employed by BP for 10 years complained repeatedly about oil spills, suspected corrosion in the pipelines and some several hundred pressure valves which were never checked. In Russia, their laws and complicated employment regulations prohibited extensive work by foreigners with the goal of Russifying the oil fields and giving more money to the oligarchs. Around the world in 2008 regulators tried to stem the tide as speculators and traders fed scare stories to the markets and the media and introduced uncertainty, fanning the flames of doom. The crisis, it appeared was not about diminishing oil supplies but about a potentially destructive fall in demand. 








Environmentally, the stage-lights dim and brighten. A north sea platform of the Shell oil company, called Brent Spar, will take 4,000 years to disintegrate on the sea bed, while over a hundred similar structures (dumped there by American oil companies) created artificial reefs off Texas and Louisiana. In 1989 Exxon’s negligent liability cost 14,000 Alaskans, especially fisherman, their livelihoods, causing a diminishing value of fishing permits  and a sharp drop in the numbers of salmon in the area - from 38 million to 7.4 million. Exxon’s corporate indifference and arrogance was astounding especially when they reduced their liability for taxation by setting off some costs caused by the Exxon Valdez disaster in Alaska, against taxes. In June 2006, Shell and ExxonMobil in constructing a 500 mile pipeline in Russia felled thousands of trees causing soil erosion. They used the wrong concrete and the contractors did not raise the pipeline over the 1,086 rivers which prevented salmon from spawning. Yet another pipeline to the offshore platforms jeopardised 126 rare grey whales from breeding. A WWF spokesman was quoted as saying the death of a single breeding female whale would be ‘catastrophic’. On a more positive note, in May 1997 BP became the first ‘green’ oil major, reducing carbon dioxide emissions and investing $1.5 billion dollars every year on solar cells, wind power, hydrogen and biomass ventures.








So, what sort of honourable activities do the CEO’s and directors of these big oil companies get up to? Well, for some companies, their CEO’s responsibility lies only over the subsidiary company. Directors preoccupation with finance, indifference to financial and regulatory hurdles, accountants speaking about ‘portfolio management’ rather than concrete, drills and metal, are all attempts to win investors confidence. Self-obsession is the antithesis of management by consensus for some big oil companies. 
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The Squeeze – Oil, Money and Greed in the Twenty-First Century - by Tom Bower 


(Published by Harper Press 2009, ISBN 978-0-00-727654-7)








The oil business is about money and power, is it not?  And in this business, people can generate many creative ideas, can’t they? Well, I’m wondering if you can believe that people involved in such a lucrative and commanding business would take the gamble too far, and slip over into the arena of self-seeking power, vanity and personal greed….Well, maybe. 





 


This book is well crafted and the author moves quickly in the direction of the successes and failures of rapacious individuals who unashamedly squeeze oil markets  and sentiments out of huge negotiations and in their pivotal role in oil companies squeeze rocks and crude for more oil and then squeeze the retail markets to reclaim far more than they started off with. The author follows corporations inter alia such as BP, Shell, Petra, Exxon, Standard Oil, Gulf, Transnor, Arcadia Petroleum, Gazprom, Sun Oil, Amoco, Statoil, Texaco, British National Oil Corporation, North Sea Oil, ExxonMobil, Arco, Rosneft, Chevron and Sidanco. Bower interviews about 250 people employed in the many diverse aspects of the oil industry and states every fact has been sourced, and afterwards, verified and vetted by lawyers. 








This is an exposè of arguments, price-fixing, persuasion, capitulation, badgering, revenge, ridicule and assumptions among oil specialists, partisans, world-class players, cartels, billionaires, oil suppliers, presidents and even Royalty. These characters create a storm in a teacup for one country, place a feather in the cap of another, orchestrate a flash in the pan for lesser countries and pour fuel on the fire for many other unfortunates. The reader is introduced to personalities who are: robust, genius, insular, challenging, irritating, heroic, ruthless, dominant, scientific, outspoken, smart, feudal, fanatical, arrogant, expert, unpredictable, flash, murderous and charlatan.
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Bower’s book charts for the reader events that have occurred over the past twenty years, and follows the careers of principal personalities who have determined oil’s fate from the 1970’s right up to a meeting at OPEC’s Vienna Headquarters in 28 May 2009. The price of oil has gone from $7 a barrel to $147 - just before America threw the world into a financial crisis.  So, what sort of oil quantities does our author bring to the surface? From around the world inter alia: 120,000 barrels a day, 250,000 barrels a day to 600,000 barrels a day, from 2 million barrels a day in the Middle East to 4.8 million, idling at 9 million barrels a day and then up to 85 million barrels a day. A new CERA study by Peter Jackson of 811 global oilfields showed that by 2017 global production could easily reach 100 million barrels a day (that is 16 billion litres, per day)¹. 





The involvement of banks in the various countries is enormous. In Russia, [seven] bankers in 1994 hatched a plan to stave off Russia’s bankruptcy, the Alfa Bank and the United Export Import Bank brokered import and export operations and some smaller British Banks, the US Export Import Bank and many others [all players in physical and paper oil], together plotted against each other to master and manipulate the oil market. The trade in futures or ‘paper barrels’ was as much a banking business as an oil trader’s speciality. Pension funds, hedge funds, Index funds and Investment bankers introduced a heady cocktail of $80 billion and more, into oil trading from 2003 and up to June 2008 when the bottom fell out of the world’s economies barrel.





Regarding bonuses paid, Bower states that the old adage is succinct: “Oil traders work in a w horehouse, so don’t try to be an angel in this business….” Some American executives easily pocketed between $125 million to $200 million in bonuses while others were offered share options worth $58 million. A Dutch oil exec received $385 million as a bonus payment and Russian oligarchs each increased their personal fortunes by billions of dollars per year - notwithstanding a Russian banker who owns a $20 billion business which includes a bank, a grocery chain and a telecoms giant (squeezing his Norwegian partner to secure control of their joint mobile telephone company).





Regulators, Bower writes, have to forecast oil prices in an industry plagued by secrecy, inaccuracy and unexpected disasters - but it would seem the regulators blow hot and cold. In the USA, The Commodities Future Trading Commission who cared primarily for farmers and agricultural contracts, did not protect market users and the public from fraud, manipulation and abusive practices, as they bowed to pressure from oil lobbyists which eventually pushed Brent beyond regulation. In 1998, BP’s 70 traders in Chicago and Long Beach were reassured by Paul Adams they could trade without supervision as the relevant laws which required compulsory disclosure and supervision imposed no requirements. 
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